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CHAPTER 1. INTRODUCTION 
In the past decade, cybercommunication has been growing at an incredible pace. The 
Internet, as a part of cybercommunication, has been regarded as a place of utmost importance 
not only for organizations marketing and selling products as well as services, but also for 
customers getting information and buying commodities. With the growing market 
acceptance for Internet services and financial information offered in different web sites, 
cyberspace investing has been booming since 1996. Thall, former president of the Marshall 
McLuhan Center for Global Communications, supports this contention by saying that, 
the Internet is changing the world because it is changing the identity of 
everybody, all at once, at the same time. That may be a bit exaggerated in the 
larger world, but it certainly applies to anyone who has been in the business of 
supplying financial information, providing investment tools or executing 
securities transactions. (Carey, 1996: 56) 
In fact, though cyberspace brokering has been available since 1992, the scope of 
services has only been well developed since 1995. Whereas on-line trading might only be 
regarded as the process of on-line buying and selling of securities in the past, the dimensions 
of present cyberspace investing include supplying financial information, providing 
investment tools and executing both securities and mutual funds transactions on-line. 
According to David Atlas, a senior analyst for International Data Corporation, a computer 
industry research firm, some 50,000 to 100,000 people used their personal computers to trade 
stocks in 1990 (Dreyfuss, 1990). The number seems to be growing exponentially. 
According to consulting firm Forrester Research1 in Cambridge, the number of on-line 
1 Forrester is an independent research firm that helps companies assess the effects of technology change on 
business, consumers, and society. Its web site is http://www.forrrester.com. 
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accounts2 increased to 2.9 million in 1997 (InvestorGuide Homepage). Similarly the 
President & CEO of National Investor Relations Institute, Louis M. Thompson, Jr. reported 
that there were 7.5 million on-line trading accounts with total assets of $420 billion by the 
first quarter of 1999. On-line traders control as much as 50 percent of trading volume in 
Internet stocks (Thompson, Jr., 1999). Chairman of the Securities and Exchange 
Commission (SEC), Arthur Levitt, reported that on-line brokerage firms accounted for 
approximately 25 percent of all retail stock trades by the beginning of 1999. The number of 
on-line brokerage accounts is expected to exceed 10 million by the end of 1999 (SEC 
Homepage). 
Statement of the Problem 
With the rapid growth of web trading, one wonders if the mass media habits and 
communication behaviors of on-line investors differ from "traditional" investors. For 
example, in the past, traditional brokers were considered to be opinion leaders who provided 
many kinds of information used by investors to trade. Investors had to execute their trades 
through their brokers. Nowadays, cyberspace investors can execute trades by themselves 
through the Internet, bypassing human brokers in a radically altered pattern of investing. No 
longer dependent on brokers, cyberspace investors are free to make their own financial 
research and investment decisions. As such, one can hypothesize that there may be 
concurrent changes in their information seeking and information gathering strategies. In this 
sense, the way on-line investors make financial decisions may be different from that of 
2 On-line accounts include proprietary systems such as touch-tone services, but which are quickly being 
replaced by Internet-based systems. 
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traditional investors. This study will thus explore the differences in patterns of use of both 
traditional and on-line sources of investment information by on-line investors compared to 
traditional investors. As sources of financial information proliferate, how are traditional 
media and on-line information channels used and what gratifications are derived from them 
by investors? It is hoped that this study can pave the way for more in-depth analyses of how 
audience needs mitigate or enhance the effects of traditional and on-line information sources. 
Specifically, this study asks: 
1. What are the differences in patterns of use of both traditional and on-line sources of 
investment information by cyberspace investors compared to traditional investors? 
2. Do cyberspace investors who do not use the advice of brokers make use of traditional 
and on-line sources of investment information more than traditional investors who rely 
more on brokers? 
3. Are cyberspace investors more dependent on on-line and traditional sources of 
investment information than traditional investors? 
4 
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CHAPTER 2. LITERATURE REVIEW/RELATED REPORTS 
The Uses and Gratifications Leading to Dependency Model 
Audience media consumption has been the primary focus of a wide range of mass 
communication research. In attempts to explain media effects, researchers have proposed an 
audience-centered perspective to understand audience needs, motives for media use, and 
media consumption patterns. The basic proposition of this perspective is that media 
audiences are active members who seek out certain media contents, make use of what they 
obtain, and experience gratifications from them. 
The uses and gratifications perspective has been applied to study a wide range of 
mass media effects. This approach regards media as sources of influence amid other sources 
and sees media audiences as active communicators. According to the early propositions of 
this theory, media audiences actively seek out certain forms of preferred content, make use of 
what they obtain, and experience different kinds of gratifications from them. Researchers 
have employed this approach to assess how people consume the media, "that is, what 
purposes or functions the media serve for a body of active receivers," and to explain media 
effects "in terms of the purposes, functions or uses (and gratifications) as controlled by the 
choice patterns ofreceivers" (Fisher, 1978: 159). 
To the extent that a medium of communication provides audience members with the 
gratifications they seek, a dependency on that medium may develop. Ball-Rokeach and 
DeFleur (1976; DeFleur & Ball-Rokeach, 1982; Ball-Rokeach, 1998) proposed the 
dependency model which interprets the interrelationships among society, media, and 
audiences. They defined dependency as "a relationship in which the satisfaction of needs or 
5 
the attainment of goals by one party is contingent upon the resources of another party" (1976: 
6). They argued that dependency relationships are likely to occur during times of societal 
change and conflict because the stressful experience motivates most people to resolve the 
ambiguousness of their situation. As the level of societal change or perceived uncertainty 
increases, audience dependency on the media information also increases. The perceived 
uncertainty influences individual needs or motives for new or relevant information. Different 
motives may then foster different gratification-seeking behaviors, and varying dependencies 
on communication channels. The degree of individual dependence on media information is 
thus the key variable in understanding when and why media messages exert influence upon 
audiences. In case an individual requires some kind of information to function in a changing 
world, "the more salient the information needs, the stronger is the motivation to seek 
mediated information to meet these needs, consequently the stronger is the dependency on 
the medium, and the greater is the likelihood for the medium to affect cognition, feelings, and 
behavior" (Rubin & Windahl, 1986: 185). 
In a study which investigates media system dependency (MSD) relations, Loges 
(1994) found that MSD relations are positively related to perceptions of threats in the society. 
He (1994:6) defined the intensity of MSD relations as "the extent to which the media 
system's informational resources are perceived by an individual to be particularly helpful in 
the pursuit of his or her goals" (Loges et al., 1993; Ball Rokeach, 1998). The findings 
showed that higher levels of threat perception in the social environment result in more 
intense audience MSD relations. Previous research into MSD relations has also 
demonstrated that certain media effects, such as persuasion (Ball-Rokeach et al., 1984; Grant 
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et al., 1991) and parasoical interaction (Grant et al., 1991) can be enhanced when MSD 
relations are particularly intense. 
In addition to societal conditions and audience motives for media use, the uses-and-
gratifications-dependency model also takes the role of functional alternatives into account. 
According to the model, mediated and non-mediated channels may be functional alternatives 
to each other when they perform similar functions. Audiences' social and psychological 
characteristics such as education level and socioeconomic status govern the potential to use 
these functional alternatives. Audiences' different motives may also lead to varying degrees 
of functional alternative use. An individual with salient motives to seek certain types of 
information may attempt to use a specific medium. The greater the number and centrality of 
the specific information served by the medium, the more the individual comes to rely on it, 
and the greater is the dependency on and influence of this specific medium (Rubin et al., 
1986). 
This model, therefore, provides a framework to explain the interrelationships among 
societal conditions, media, and audiences. Applying the propositions of the theory to this 
study, it can be hypothesized that: the higher an investor's perceived uncertainty in the 
investing environment, the more intense his/her MSD relations will be. In the absence of 
brokers' advice, on-line investors may experience higher levels of uncertainty and anxiety 
than traditional investors, prompting them to seek traditional and/or on-line investment 
information more frequently. The narrower an on-line investor's information seeking 
strategies and functional alternative use, the greater is his/her media dependency level and 
the likelihood of being influenced by the media in making investment decisions. As Rubin et 
al (1986) said, 
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[a] person who desires to reduce uncertainty about investing money might 
speak with financial advisers, family members, or business associates, and 
also use special media content (e.g., business columns in newspapers). If 
information seeking strategies are narrow and a person is reliant on a certain 
medium, that individual's cognitions, attitudes, and behavior may be 
influenced more directly. (p. 196) 
However, Rubin listed only four major classifications of information channels: 
financial advisers, family members, business associates, and mass media. It is conceivable 
that on-line investors may demonstrate wider information seeking strategies than traditional 
investors because they may actively seek alternative information sources such as on-line chat 
rooms or investment club members to replace the role of brokers. The more diversified an 
investor's functional alternative use is, the lower his/her dependency level will be. This 
study thus examines how investors use investment information sources and their 
dependencies on these communication sources with regard to the perceived nature of the 
investment climate (or market uncertainty) under which they operate. 
Criminal Lawsuits and Reports 
Because on-line investing is a new research area, there is a dearth of academic 
research that can illuminate this study. However, two lawsuits and a news story can help 
illustrate the uses and the influences of traditional and on-line information sources. 
One lawsuit was a criminal case involving an alleged insider-trading scheme between 
June 1995 to late January 1996, in which a foreman of a magazine distributor allegedly 
leaked to brokers advance copies of Business Week's "Inside Wall Street" column. The 
foreman received $200 each time he had the column faxed to a broker on Thursday 
afternoons (the magazine becomes public on Fridays). Insider-brokers who received copies 
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of the column before public release bought the stocks mentioned in the column on Thursday 
afternoon and sold them either the following day (on Friday) or within a few days after their 
purchases, after the stock's price has climbed. The criminal case, still pending, indicated that 
the brokers made more than $200,000 in illegal profits (Davis, 1999). This case provides 
evidence that mediated information channels are used by investors, in spite of being used 
illegally. It also helps show the uncertainty existing in the investing environment that some 
information, if obtained early, can be crucial in making profit. 
A news story showing the uses and effects of the mass media can be found in an 
unusual stock news report (Ewing, 1999). On February 17, 1999, the share price of Golden 
Books Family Entertainment Inc. appeared at different points on both the day's biggest 
percentage gainer and biggest percentage loser lists of NASDAQ Stocks within a period of 
about two hours. This was a very rare event in the annals of stock trading. About 11 : 15 a.m. 
on that day, news reports came out that the company "planned to begin selling books on-line. 
Though that was not new, those familiar with the company expected Golden to peddle its 
wares on-line." By 11 :30, Golden's share price climbed up 63 percent. However, at 1 :05 
p.m., a CNBC-TV broadcast reported that Golden "is expected to announce very soon what 
is essentially a prepackaged bankruptcy reorganization, which will result in the stock price 
losing almost all of its current value." Just 15 minutes after the broadcast, the stock plunged 
51 percent from the day's peak, 26 percent from its previous day's close (1999: Cl). 
The second lawsuit was a case filed by the SEC in November 1996 to halt securities 
manipulation over the Internet by Charles Huttoe, chair of Systems of Excellence, and the 
operator of an electronic newsletter (Hannon, 1997). "The SEC contended that the 
newsletter writers made a deal with Huttoe to tout Systems of Excellence over the Internet in 
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exchange for shares in the company. Investors who jumped on the newsletter's glowing 
praise of the company posted a slew of messages about it on bulletin boards. When the stock 
price jumped to above $4 in June of 1996, from about 24 cents at the beginning of the year, 
the writers and Huttoe unloaded their shares, according to SEC investigators" (Hannon, 
1997: C22). This lawsuit not only showed the existence of frauds, but also exemplified the 
uses of newsletters and discussion groups in the Internet by investors. 
In contrast to the manufactured frauds, some companies became innocent victims of 
the proliferation of bogus data in on-line communications. In mid-August 1998, a number of 
on-line short-sellers began posting negative messages regarding Labor Ready, a $547 million 
(revenues) company that dispatches temporary laborers, on Yahoo's message board. "On 
August 18 at 11 :54 p.m., on-line short-sellers announced, falsely, that the company would 
soon be the subject of a "labor board" investigation for improper payment of taxes and hiring 
of illegal aliens. The next morning Labor Ready's stock opened down and kept dropping on 
heavy volume. By noon there were more messages on Yahoo, this time about accounting 
irregularities and massive insider selling". Alarmed, Labor Ready held an emergency 
conference call with auditor Arthur Andersen to deny the rumors, but the stock continued to 
plummet. When the carnage was finally over, its share price fell to $12 from about $20 
(Schifrin, 1999). 
The above discussion of lawsuits and reports may not empirically establish that 
investors learned the information directly through the mass media. They could have learned 
about it from brokers, friends, or other groups. However, it does seem to emphasize that 
there is a scarcity of "breaking" information about companies and that such information, if 
obtained earlier, can make an important difference in trading. These examples help illustrate 
that the traditional mass media and on-line information sources may be used to reduce 
uncertainty about companies, even though such information may not be true. 
Investor Surveys 
Between August and September 1998, despite the prospect of a global financial 
market meltdown, a survey regarding the adoption of cyberspace investing was conducted by 
an independent polling and research firm, Richard Day Research, Incorporated. 3 The survey 
was divided into two parts. The first part dealt with investors' attitude and behavior towards 
cyber-trading, while the second part dealt with investors' attitude towards the stock market. 
It consisted of telephone interviews with a random national sample of 616 people with active 
brokerage accounts. Of the respondents, 52 had on-line accounts and 564 did not. The 
results showed that 81 percent of individual investors (80 percent of on-line investors and 82 
percent of non-on-line investors) believe that most people will be investing on-line in the 
next five years. One of the noteworthy findings is that 67 percent of on-line respondents said 
that they are watching news and investing at the same time; 64 percent of non-on-line 
respondents said the same. Another important finding is that 61 percent of on-line 
respondents reported that they shared strategies/information in on-line discussion groups, 
while 51 percent of non-on-line respondents did the same (Richard Day Telephone survey, 
1998). 
3 Although the research was conducted with E-trade Securities, its involvement was not mentioned during the 
interview. The research results can be found at the home page of E-trade, press release of September 1998, 
http://www.etrade.com/cgibin/gx.cgi/AppLogic+home. 
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In 1999, a study which investigated how individual investors use the Internet for 
investment research was conducted by PR Newswire and the National Association of 
Investors Corporation (NAIC) through Media Mark Inc, a market research firm. The 
respondents of the study were recruited from the NAIC membership through three channels: 
a full-page ad in the NAIC magazine Better Investing, a disguised ad in the publication's 
company web site http://www.better-investing.org. and on-site at the NAIC National 
Conference held in Nashville, TN, September 15-19, 1999. Of the 622 respondents, 79.6 
percent connect to the Internet via a telephone modem, 49 percent have participated in on-
line trading, and 51.4 percent cite researching stock/investment ideas as the main reason they 
use the Internet for personal finance (PR Newswire & NAIC Survey). 
The survey listed 15 sources of investment information, including Internet 
news/financial sites, newspapers, individual corporate web sites, brokers/financial 
advisors/accountants, the investor relations contact at a corporation/company, 
business/financial magazines, investment clubs, news releases from a company, radio, TV, 
magazines, library resources, educational associations, family/friends, and others. The 
results showed that Internet news/financial sites are the top-ranked source of investment 
information: 95 percent of respondents ranked this item as the top two information sources. 4 
Within this group, 68 percent ranked the Internet as "extremely important." Business/ 
financial magazines were the second top-ranked source of investment information: 77 
percent selected it as one of the top two, 27 percent of whom ranked it as "extremely 
4 In the survey, a five-item response scale was used: 1 = not at all important, 3 = neutral, 5 = extremely 
important. Ninety-five percent of the respondents selected Internet news/financial sites as 4 or 5. 
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important." Seventy-five percent included investment clubs in the tQP_ two with 48.2 percent 
ranking them as "extremely important." 
The majority of the respondents (74.1 percent) said that they visit the corporate web 
site before investing in a company, while 53.6 percent said that they visit the site several 
times before making the decision to invest. Regarding the respondents' exposure to the 
Internet, 45.7 percent said that they access the Internet more than once a day; 33 percent use 
the Web daily; 15.6 percent, 3-6 times per week; 4.3 percent, 1-2 times per week; and 1.4 
percent, less than once a week. 
Although this survey makes no comparison between traditional and cyberspace 
investors, it provides evidence that the Internet promises to be the medium to use in 
investing, while traditional media are still important sources of investment information. 
In comparison, this study examines uses of, gratifications derived from, and 
dependencies on eleven information channels grouped into three main categories: (1) on-line 
information sources (01S) which include information provided on-line by listing 
companies, on-line versions of traditional mass media, other on-line information providers 
such as Yahoo, interpersonal on-line communications such as chat rooms, and on-line 
information provided by a broker; (2) traditional information sources (TIS) which include 
mass media such as newspapers, printed documents provided by listing companies, verbal or 
printed information provided by a broker and information obtained through library or 
independent research tools such as Value Line; (3) interpersonal information sources 
(IPIS) which include friends, neighbors, colleagues, and members of investment clubs. The 
variety of potential information sources was necessary in order to explore differences in 
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patterns of use between traditional investors and on-line investors. Considering the foregoing 
literature, this study hypothesizes that: 
1. On-line investors are more uncertain about the investing environment than traditional 
investors. 
2. On-line investors use investment information sources more often than traditional 
investors (i.e., on-line investors spend more time on investment information sources 
than traditional investors). 
Since on-line investors may use more information channels to resolve their uncertainty, it is 
also hypothesized that: 
3. On-line investors' functional alternative uses are more diversified than traditional 
investors. 
Because of the close relationship between cyber-trading and OIS uses, it is logical to 
hypothesize that: 
4. On-line investors use OIS more often than traditional investors. 




Because investors are scattered throughout different states, a mail survey was selected 
as the most appropriate and practical way to collect data from a national sample. Moreover, 
investors may feel more free to give their comments when participating anonymously in a 
mail survey, rather than in telephone or face-to-face interviews. As such, a single mail 
survey was employed to test the study's hypotheses. The survey respondents were randomly 
selected from the members lists of the American Association of Individual Investors (AAII) 
and the National Association oflnvestors Corporation (NAIC). 
AAII is an independent, not-for-profit organization formed in 1978 for the purpose of 
educating investors on how to manage their own assets through publications, seminars, local 
chapter meetings, etc. As of December 1999, AAII had 175,000 individual members. As of 
December 1999, the NAIC was composed of750,000 individual and corporate members in 
the United States. Like AAII, the NAIC is a non-profit, tax exempt organization established 
in 1951 with a mission to provide investment information, education, and support to 
investors. The NAIC is also a charter member of the World Federation of Investors, 
providing investment education in over 17 countries worldwide. 
Sampling and Data Collection 
A two-stage sampling technique was applied to arrive at the final set of respondents. 
AAII and the NAIC each provided this research with 500 members' names and addresses. 
As AAII's member database is kept in numerical order, every 30th name in its list was 
selected using a random start so as to guarantee a random selection. Because NAIC's current 
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member list is kept on the-basis of zip code, the Association, for its part;- seiected every 890th -
name in its member database. 
A random sample of 500 investors (250 from AAII, 250 from the NAIC) was then 
drawn from the sampling frame of 1,000 by using a random table. Five hundred 
questionnaires with business reply envelopes were mailed to the randomly selected AAII and 
the NAIC members. A postcard was sent two weeks after to thank those who have 
responded and to remind those who have not to do so at their earliest convenience. A second 
wave of questionnaires was sent two weeks after postcard mailing. 
Twenty-four questionnaires (4.8 percent) were undeliverable because the addressees 
either moved or passed away. Seven (1.4 percent) claimed that they are not investors or that 
they do not make investing decisions. One hundred ninety five valid responses were returned 
(105 from AAII, 88 from the NAIC) for a return rate of 41.6 percent. 
Some differences were observed between the respondents from the two organizations. 
Those from NAIC were less well-educated and more female dominated. They also had a 
smaller mean investment portfolio size, a lower mean annual household gross income, and 
fewer years of investing experience. 
For this simple random sample with 195 valid responses, the accuracy of survey 
results fall within the plus or minus 7 .5 percent confidence interval for proportion variables 
with a 95 percent confidence level. 
Questionnaire Design 
In the survey, respondents were told directly that the study aims to assess their 
communication needs and to better understand how investors make financial decisions. 
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Conceptual Definition. The questionnaire focuses on the independent variables 
which are relevant to the hypotheses posed. Their definitions are listed in Table 1. 
Operationalization of Variables. On the questionnaire, respondents were asked to 
self-select the investor category under which they may fall. As such, a respondent can be (1) 
an on-line investor, (2) a traditional investor, or (3) a "mixed" investor. 
Table 1. The conceptual definitions of independent variables. 
Variable Conceptual Definition 
On-line Investors Investors who use an on-line service (i.e., a Web-based 
brokerage firm) to place trades. 
Traditional Investors Investors who execute trades exclusively with the 
assistance of a human broker. 
Mixed Investors Investors who use an on-line service to trade and also 
execute trades with assistance from a broker. 
Traditional investment These sources include all kinds of traditional mass 
information sources (TIS) media such as TV, magazines, newspapers, and radio; 
printed documents provided by companies such as 
company annual reports, 1 OK reports, and prospectuses. 
It also includes independent research tools such as 
Value Line, Moody's, Standard & Poor's, information 
provided by a broker via telephone, and mailings of 
printed materials. 
On-line investment These sources include information provided on-line by 
information sources (OIS) companies such as company announcements, annual 
reports, balance sheets; on-line versions of traditional 
mass media such as Wall Street Journal on-line, CNN 
TV; other on-line information providers such as Yahoo, 
company web sites, Dow Jones electronic information 
receiving center, AOL, Lexis-Nexis; interpersonal on-
line sources such as chat rooms, E-mails, discussion 
groups, listservers; on-line information provided by a 
broker via E-mails or access provided to the broker's 
company Web site. 
Interpersonal investment These sources include information obtained from 
information sources (IPIS) friends, neighbors, and colleagues at the office as well 
as information provided by members of investment 
clubs. 
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Hypothesis 1: On-line investors are more uncertain about the investing environment than 
traditional investors. 
Three statements were devised to capture investors' perceived uncertainty or the 
degree to which they find today's financial market as ambiguous. They were asked the 
extent to which they agree or disagree with the following statements: (1) In this fast-changing 
business climate, an investor must constantly monitor breaking news and be prepared to 
trade; (2) Today's business climate for investors is very uncertain; (3) I invest for the long 
haul, so I am less interested in breaking news or sudden market fluctuations. A 1 to 5 
response scale (strongly disagree to strongly agree) was used for each item. For the first two 
statements, a high score means greater perceived uncertainty. For the third statement, a low 
score equates with higher perceptions of uncertainty. The score for uncertainty perception 
equals the sum of one's responses to these three statements after reversing the responses to 
the third statement. 
Hypothesis 2: On-line investors use investment information sources more often than 
traditional investors (i.e., on-line investors spend more time on investment information 
sources than traditional investors). 
Eleven investment information sources were collapsed into three main categories to 
measure the range ofrespondents' information seeking behavior. 01S include information 
provided on-line by listing companies, traditional mass media, and brokers. It also includes 
interpersonal on-line communications such as chat rooms and on-line information providers 
such as Yahoo. TIS include mass media such as newspapers, printed documents provided by 
listing companies, verbal or printed information provided by a broker and information 
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obtained through library or independent research tools such as Value Line. IPIS include 
friends, neighbors, colleagues, and members of investment clubs. A 1 to 5 response scale 
(never use, use once per month or less, use once per week, use several times per week, and 
use daily) was applied to measure how often investors use the above eleven channels. A high 
score equals greater exposure to a medium (i.e., using a medium daily). A score for 
information source use is the sum of responses to how frequently the eleven information 
sources were assessed. 
Hypothesis 3: On-line investors' functional alternative uses are more diversified than those 
of traditional investors. 
Because the eleven information sources can perform similar functions in making 
investment decisions, they can be regarded as functional alternatives to each other. For this 
study, an investor's functional alternative use was measured in two dimensions: exposure 
time and a grade that assesses the performance of each information source. First, sources 
that were used several times per week or daily ( 4 or 5 in the response scale) were considered 
legitimate functional alternatives. A respondent has a more diversified functional alternative 
use if more sources were ranked 4 or 5 in the scale. 
Second, respondents were also asked to provide a letter grade of A, B, C, D, or F for 
each of the eleven information sources. Those graded A or B were considered as valid 
functional alternatives. The more the sources were given grades of A or B, the more 
diversified a respondent's functional alternative uses are. A score for functional alternative 
use is the sum of responses to how frequently the sources were used and how they were 
graded. 
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Hypothesis 4: On-line investors use on-line information sources more often than traditional 
investors. 
On-line information sources refer to those information provided on-line by listing 
companies, traditional mass media, and brokers. They also include interpersonal on-line 
communications such as chat rooms and on-line information providers such as Yahoo. A 1 
to 5 response scale (never use, use once per month or less, use once per week, use several 
times per week, and use daily) was applied to measure how often investors use all these on-
line information channels. A high score equals greater exposure to them. A score for OIS 
use is the sum of responses to how frequently these on-line information channels were used. 
Hypothesis 5: On-line investors have more intense dependency relations on on-line 
investment information sources than traditional investors. 
The intensity of media dependency relations has been defined as the extent to which 
the media system's informational resources are perceived by an individual to be particularly 
helpful in the pursuit of his/her goals (Loges et al., 1993; Loges, 1994; Ball Rokeach, 1998). 
This study extends this definition to all potential information sources for investment 
decision-making to be able to make useful comparisons. Accordingly, this study devised two 
statements to measure the intensity of investors' dependence on the eleven information 
channels. They were asked how useful or important the eleven sources are to them as a 
means of monitoring information about stocks or the market in general. They were also 
asked to rate how useful or important are the eleven information sources as a means of 
actually determining whether they will buy or sell a particular stock. Collapsing the eleven 
channels again into three major categories of on-line, traditional media and interpersonal 
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communication sources, the aggregate score for each group was determined by adding the 
responses. A 1 to 5 response scale (useless to extremely useful) was used. A high score for 
the on-line information sources equals more intense dependency relation on those sources. A 
respondent's score for the intensity of the dependency relation is the sum of his/her responses 
to OIS items. 
Hypotheses Testing 
Respondents were also asked to provide their age, gender, education, annual 
household income, PC ownership/availability, investment portfolio size, trade frequency per 
month, and the number of years they have been investing. Chi-square and ANOVA (analysis 
of variance) tests were used to determine whether significant demographic differences 
existed among investors. Multiple regression was performed to test if there is significant 
relationship between the demographic variables and investors' investment information-
seeking behavior. ANOVA was used to test all hypotheses posed. 
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CHAPTER 4. RESULTS AND DISCUSSION 
Of the 195 valid responses, 36.5 percent came from female and 63.5 percent came 
from male AAII and NAIC members. Thirty-seven respondents (19.4 percent) were on-line 
investors, 88 (46.1 percent) were traditional investors, and 66 (34.6 percent) were mixed 
investors. Even though some demographic differences were observed between the 
respondents from the two organizations, the results of a Chi-square test between 
organizations and types of investor (Table 2) shows that there is no difference among 
investors in terms of the organizations they belong to (p = .28) and their preferred mode of 
investing. 
Table 2. A Chi-square comparison among investor groups in terms of organizational 
membership. 







Chi-Square = 2.546 
Df=2 













As Table 3 outlines, respondents have been investing for about 18 years on the 
average. Their average investment portfolio size is about $300,000. They trade more than 
twice a month. They are relatively mature, with a mean age of 55. The average investor has 
a college degree and has a mean annual gross household income of $90,000 - $100,000. 
A chi-square and an ANOV A were used to assess whether significant demographic 
differences existed among the three types of investors. The results in Table 4 and Table 5 
indicate that there is no pattern of relationship among investors in terms of demographic 
factors, except for age, trade frequency and income level. According to the Scheff e test of 
investor age in Table 6, while there is no significant age difference between on-line and 
mixed investors, traditional investors are older than on-line and mixed investors by about 
eight years. In terms of trade frequency (Table 7), no significant difference among specific 
investor groups was found. However, online investors have higher income levels compared 
to traditional investors (Table 8). The difference in income levels between on-line and mixed 
investors are on the borderline (p = .061). 
In order to see the availability of computer and modern among investors, a Chi-square 
test was done (Table 9). Results show that there is a significant relationship between PC and 
modern ownership/availability by types of investor. As expected, all on-line investors own 
or are able to access a computer with modern while 18 percent of traditional investors do not 
have personal computers and moderns. 
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Table 3. Respondents' demographic characteristics. 
N Minimum Maximum Mean Standard deviation 
Years of investing 































Education level: 1 = Some high school 
2 = High school graduate 
3 = Some college 
4 = College graduate 
5 = Post college 
Annual gross household income: 1 = less than $40,000 
2 = $40,000-50,000 
3 = $50,000-60,000 
4 = $60,000-70,000 
5 = $70,000-80,000 
6 = $80,000-90,000 
7 = $90,000-100,000 
8 = $100,000-$110,000 
9 = $110,000-$120,000 
10 = $120,000-$130,000 
11 = more than $130,000 
Investment portfolio size: 1 = less than $50,000 
2 = more than $50,000 but less than $100,000 
3 = $100,000 to $200,000 
4 = more than $200,000 but less than $300,000 
5 = $300,000 to $500,000 
6 = more than $500,000 but less than 1 million 
7 = more than 1 million 








Table 4. ANOVA results testing the relationship between demographic variables by types of 
investor 
Df F-value P-value 
Years of investing 190 2.215 .112 
Trade frequency 185 3.248 .041 
Investor age 185 10.915 .000 
Education 190 2.326 .100 
Income 176 3.96 .021 
Portfolio size 175 0.085 .919 
Table 5. A Chi-square comparison on gender among investors. 















































1 = on-line investors, their mean age is 50.31. 
2 = traditional investors, their mean age is 59.01. 

































1 = on-line investors, their mean trade frequency is 2.95. 
2 = traditional investors, their mean trade frequency is 1. 7 5. 



































1 = on-line investors, their mean income level is 8.61. 
2 = traditional investors, their mean income level is 6.67. 
3 = mixed investors, their mean income level is 6.82. 
Annual gross household income: 1 = less than $40,000 
2 = $40,000-50,000 
3 = $50,000-60,000 
4 = $60,000-70,000 
5 = $70,000-80,000 
6 = $80,000-90,000 
7 = $90,000-100,000 
8 = $100,000-$110,000 
9 = $110,000-$120,000 
10 = $120,000-$130,000 









Table 9. A Chi-square comparison between PC availability and types of investor. 
On-line investor Traditional investor Mixed investor 
PC&modem 36 (100%) 72 (81.8%) 64 (97.0%) 172 (90.5%) 
available 
NoPC&modem 16 (18.2%) 2 (3.0%) 18 (9.5%) 
available 
Total 36 (100%) 88 (100%) 66 (100%) 190 (100%) 
Chi-Square= 14.744 
Df=2 
P-value = .001 
N= 190 
To sum up the analyses of demographic variables, investor age, income level, and 
PC/modem availability can be seen as predictors of investor types (i.e., the means of 
executing trades). Investors who participate in on-line investing (whether on-line investors 
or mixed investors) are relatively young with higher annual household incomes. They have 
facilities available to communicate on-line. Nonetheless, there is no difference among 
investor groups in terms of gender, investing experience, education level, and investment 
portfolio size. 
Hypothesis 1. On-line investors are more uncertain about the investing environment than 
traditional investors. 
An ANOV A test was used to measure differences in perceived uncertainty among the 
three investor types (Table 10). Results show that there is no significant difference among 
them (p = .084) in terms of uncertainty perceptions. In other words, this hypothesis was not 
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supported. Nonetheless, it is important to note that the mean uncertainty score of on-line 
investors is higher than that of traditional investors (about 1 point). 
In order to see how investors of different uncertainty levels resolve their ambiguity 
perceptions, investors were classified into three groups in terms of their uncertainty 
perceptions. Because respondents' uncertainty level score can fall between 3 and 13, those 
whose uncertainty scores range from 3 to 5 were classified in the low uncertainty group, 
scores from 6 to 9 were placed in the middle uncertainty group, and scores from 10 to 13 
were classified in the high uncertainty group. 
Table 11 and Table 12 show the mean scores of the three uncertainty groups' uses of 
and the grades they assigned to the eleven information channels. As shown in the tables, the 
high uncertainty group spends more time on all channels, in particular with OIS. All OIS are 
graded higher by investors of middle and high uncertainty levels. In terms of TIS use, the 
three uncertainty groups do not differ significantly, but the low uncertainty group tends to 
grade such sources as printed information from companies and brokers higher. While the 
low uncertainty group uses IPIS less often compared to investors of middle and high 
uncertainty levels, all groups deemed these sources of great value. 
In short, all uncertainty groups seem to derive gratifications from TIS and IPIS, 
especially from independent research tools and investment clubs. The high uncertainty 
group, however, favors OIS such as on-line information providers. 
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Hypothesis 2. On-line investors use investment information sources more often than 
traditional investors (i.e., on-line investors spend more time on investment information 
sources than traditional investors). 
To test whether there are differences in information source exposure level among 
investors, an ANOV A and a Scheffe test were done. The results in Table 13 and Table 14 
indicate that there is a significant variation between on-line and traditional investors. The 
former spend more time searching investment sources for information than traditional 
investors. The mean difference between them is 5.3. Hypothesis 2 was therefore supported. 
It is important to note, however, that no difference was found between on-line and mixed 
investors in terms of their source exposure level. In other words, investors who participate in 
cyber-investing (i.e., both on-line and mixed investors) tend to spend similar amounts of time 
on investment information sources. 
Table 15 and Table 16 detail the mean scores of the three investor groups' uses of and 
the grades they gave to the eleven investment channels. As shown in Table 15, except for the 
use of verbal/printed information from brokers, on-line and mixed investors spend more time 
on all channels. In terms of TIS use and IPIS use, the groups do not differ significantly. 
However, on-line and mixed investors have high levels of OIS usage and they also grade 
these sources highly. In this sense, traditional investors' lower mean exposure level (mean 
exposure score= 22.38) is probably the result of not using on-line sources frequently. 
Hypothesis 3. On-line investors' functional alternative uses are more diversified than those 
of traditional investors. 
An ANOVA and a Scheffe test were conducted to test Hypothesis 3. The results in 
Table 17 and Table 18 provide evidence that traditional investors' functional alternative uses 
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are significantly less diversified than those of on-line and mixed investors. The mean 
difference between these two groups is about 2.28. The third hypothesis was thus supported. 
Again, no difference was found between on-line and mixed investors in terms of their 
functional alternative uses. As such, investors who participate in on-line investing have 
more diversified functional alternative uses than traditional investors. 
Referring back to Table 15, in terms of OIS use, on-line and mixed investors use and 
grade these sources consistently higher compared to traditional investors. In terms of TIS 
and IPIS use, either on-line or mixed investors use these sources heavier than traditional 
investors. However, traditional investors grade TIS higher, except for the use of printed 
documents from companies. 















On-line investors' mean uncertainty score= 8.46 
Traditional investors' mean uncertainty score= 7.43 




Table 11. Mean usesa of OIS, TIS, and IPIS among investors of different uncertainty levels. 
Low Middle High Total 
uncertainty uncertainty uncertainty 
group group group 
01S 
On-line information provided by 2.15 2.20 2.79 2.36 
compames 
On-line versions of traditional 1.76 2.07 2.69 2.19 
media 
On-line information providers e.g. 2.52 2.86 3.21 2.90 
Yahoo 
On-line chat rooms or discussion 1.41 1.46 1.84 1.56 
groups 
On-line information from a broker 1.45 1.41 1.77 1.52 
including e-mails, web sites 
----------------------------------------------- -----------------------------------------------------~ -------------TIS 
Traditional mass media e.g. TV, 3.65 3.60 4.04 3.73 
magazines 
Printed documents from companies 1.91 2.07 2.00 2.02 
Verbal or printed information from 1.91 1.82 2.06 1.90 
a broker 
Independent research tools e.g. 2.91 2.71 2.92 2.81 
Moody's 
----------------------------------------------- -----------------------------------------------------i--------------IPIS 
Information from friends, 1.19 2.08 2.54 2.18 
neighbors, and colleagues 
Information from investment clubs 1.76 1.91 1.91 1.88 
a The uses of information sources were measured by an ordinal scale: 1 = never use, 2 = use 
once per month or less, 3 = use once per week, 4 = use several times per week, 5 = use daily. 
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Table 12. Mean gradesa given to OIS, TIS, and IPIS by investors of dif~rent uncertainty 
levels. 
Low Middle High Total 
uncertainty uncertainty uncertainty 
01S 
On-line information provided by 2.35 2.48 2.42 2.44 
compames 
On-line versions of traditional 1.82 2.39 2.31 2.27 
media 
On-line information providers e.g. 2.62 2.99 2.84 2.88 
Yahoo 
On-line chat rooms or discussion 0.89 1.39 1.87 1.45 
groups 
On-line information from a broker 2.08 2.33 2.56 2.35 
including e-mails, web sites 
----------------------------------------------- -----------------------------------------------------~--------------TIS 
Traditional mass media e.g. TV, 2.47 2.73 2.76 2.69 
magazmes 
Printed documents from companies 2.42 2.21 2.08 2.21 
Verbal or printed information from 2.45 2.39 2.03 2.29 
a broker 
Independent research tools e.g. 2.91 2.71 2.92 2.81 
Moody's 
----------------------------------------------- -----------------------------------------------------~--------------IPIS 
Information from friends, 2.05 2.08 2.21 2.11 
neighbors, and colleagues 
Information from investment clubs 3.00 2.90 2.96 2.93 
a The grades given to information sources were assigned numerical values so that. F = 0, D = 
1, C = 2, B = 3, A = 4. 
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Table 13. ANOV A results comparing three types of investor in terms of exposure level. 
Df F-value 
Exposure 181 13.751 




























1 = on-line investors, mean exposure level= 27.72. 
2 = traditional investors, mean exposure level= 22.38. 











Table 15. Mean uses a ofOIS, TIS, and IPIS among the three types of investors. 
On-line Traditional Mixed Total 
investors investors investors 
01S 
On-line information provided by 3.08 1.76 2.72 2.36 
companies 
On-line versions of traditional 2.50 1.84 2.49 2.20 
media 
On-line information providers e.g. 4.00 2.14 3.22 2.89 
Yahoo 
On-line chat rooms or discussion 2.22 1.27 1.58 1.56 
groups 
On-line information from a broker 1.78 1.17 1.82 1.52 
including e-mails, web sites 
·----------------------------------------------- ------------------------------------------------------ -------------TIS 
Traditional mass media e.g. TV, 3.95 3.80 3.54 3.74 
magazines 
Printed documents from companies 2.05 2.02 2.03 2.03 
Verbal or printed information from 1.41 2.00 2.08 1.91 
a broker 
Independent research tools e.g. 2.76 2.70 2.98 2.81 
Moody's 
-----------------------------------------------IPIS . 
Information from friends, 2.19 2.06 2.29 2.17 
neighbors, and colleagues 
Information from investment clubs 1.81 1.79 1.97 1.86 
a The uses of information sources were measured by an ordinal scale: 1 = never use, 2 = use 
once per month or less, 3 = use once per week, 4 = use several times per week, 5 = use daily. 
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Table 16. Mean gradesa given to OIS, TIS, and IPIS by the three types of investors. 
01S 
On-line information provided by 
companies 
On-line versions of traditional 
media 
On-line information providers e.g. 
Yahoo 
On-line chat rooms or discussion 
groups 
On-line information from a broker 
including e-mails, web sites 
-----------------------------------------------TIS 
Traditional mass media e.g. TV, 
magazines 
Printed documents from companies 
Verbal or printed information from 
a broker 
























2.43 2.84 2.72 
2.03 2.16 2.38 
1.85 2.52 2.18 












----------------------------------------------- -----------------------------------------------------1--------------WIB ! 
Information from friends, 
neighbors, and colleagues 












a The grades given to information sources were assigned numerical values so that: F = 0, D = 
1,C=2,B=3,A=4. 
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Table 17. ANOV A results comparing three types of investor in terms of their functional 
alternative uses. 
df F-value P-value 
Functional alternative uses 106 4.928 .009 
Table 18. Differences in functional alternative uses among investors. 


























1 = on-line investors, mean functional alternative use score= 7.47. 
2 = traditional investors, mean functional alternative use score= 5.20. 









Hypothesis 4. On-line investors use on-line information sources (OIS) more often than 
traditional investors. 
The results of an ANOVA among investor groups by information source categories 
indicate that there is no significant difference in TIS use and IPIS use among the three types 
of investors, but there is a significant variation in OIS use among them (Table 19). 
According to the Scheffe test results in Table 20, traditional investors tend to use fewer OIS 
than on-line and mixed investors. The mean difference between on-line and traditional 
investors is 5.45 and the mean difference between mixed and traditional investors is 3.75. 
Consistent with the results of exposure level and functional alternative use 
comparisons, investors who employ cyber-trading significantly differ from traditional 
investors in terms of OIS use. The content of Table 15 also shows that OIS are least utilized 
by traditional investors. On-line and mixed investors' mean uses of OIS are higher than the 
means of the total in all on-line channels. The fourth hypothesis was therefore supported. 
Based on this finding one may expect that on-line and mixed investors do not give up the TIS 
even though they access new information channels from OIS. 
An important axiom underlying the dependency model is that societal conditions (i.e., 
the perceived market uncertainty, in this case) influence individual information seeking 
behavior. For example, an investor may actively seek relevant information to resolve an 
ambiguous situation. In other words, there should be a close relationship between investors' 
uncertainty levels and their information seeking behaviors. The results of a correlation 
analysis between investors' perceived uncertainty levels and their information-seeking 
behaviors (Table 21) lend support to this proposition. Although the first hypothesis was not 
supported (i.e., there is no significant difference among the three investor types in terms of 
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market uncertainty perception), the extent to which investors perceive the investing 
environment as uncertain was found to be significantly related to exposure level, functional 
alternative use, and OIS use. However, the correlations were relatively weak. The 
correlation coefficients are .260, .281, and .274, respectively. 
Hypothesis 5. On-line investors have more intense dependency relations on OIS than 
traditional investors. 
An ANOV A test was performed to measure the differences among investor groups in 
terms of their dependence on OIS, TIS, and IPIS (Table 22). Regarding dependence on IPIS, 
no difference among the three types of investors was found. However, results show that 
dependence on OIS and TIS significantly differ among the three groups. The p-values for 
dependence on OIS and TIS are .000 and .005, respectively. 
Two Scheffe tests were then performed to assess the dependence on OIS and TIS 
among investors. The results in Table 23 and Table 24 reveal that traditional investors' 
dependence on OIS is significantly lower than those who participate in cyber-trading. Once 
again, no difference between on-line and mixed investors was found. The mean difference 
between on-line and traditional investors is 9.8 and the mean difference between mixed and 
traditional investors is 7. 7. Hypothesis 5 was thus supported. 
Referring back to the correlation test in Table 21, it is interesting to note that the 
correlation between functional alternative use and dependence on OIS is positive and strong 
(.643). One of the propositions of the dependency model is that there is a negative 
relationship between functional alternative use and dependency relations (i.e., the more 
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Table 19. AN OVA results comparing the three types of investor in terms of their OIS use, 
TIS use, and IPIS use. 
Df F-value 
OIS use 182 32.447 
TIS use 185 .358 
IPIS use 186 1.174 
On-line investors' mean score of TIS use= 10.16. 
Traditional investors' mean score of TIS use= 10.52. 
Mixed investors' mean score of TIS use= 10.63. 
On-line investors' mean score ofIPIS use= 4.00. 
Traditional investors' mean score ofIPIS use= 3.85. 
Mixed investors' mean score ofIPIS use= 4.26. 




























1 = on-line investors, mean score of OIS use= 13.61. 
2 = traditional investors, mean score of OIS use= 8.16. 













Table 21. Correlation coefficients among investor age, uncertainty level, exposure level, 



































* Correlation is significant at the 0.01 level (2-tailed). 






































Table 22. ANOV A results comparing three types of investor in terms of their dependency 
relations on OIS, TIS, and IPIS. 
Dependence on OIS 
Dependence on TIS 









On-line investors' mean score of dependence on IPIS = 9.09. 
Traditional investors' mean score of dependence on IPIS = 10.08. 





Table 23. Differences in dependency relations on OIS among investors. 


























1 = on-line investors, mean score of dependence on OIS = 28.24. 
2 = traditional investors, mean score of dependence on OIS = 18.42. 









Table 24. Differences in dependency relations on TIS among investors. 
























1 = on-line investors, mean score of dependence on TIS= 23.03. 
2 = traditional investors, mean score of dependence on TIS = 26.48. 








diversified an investor's functional alternative use is, the lower his/her media dependency 
relations will be). The correlation result contradicts the hypothesized direction probably 
because OIS are functional alternatives to TIS and IPIS in this study. As a result, the higher 
an investor's functional alternative use, the more frequent his/her OIS use is, and 
consequently the more intense his/her dependence on OIS will be. This explanation seems 
supported by the correlation between exposure level and OIS use (.863), the correlation 
between functional alternative use and OIS use (.717), and the correlation between OIS use 
and dependence on OIS (.725). 
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Regarding dependence on TIS, the results in Table 24 shows that mixed investors 
differ neither from traditional investors nor on-line investors. However, on-line investors' 
dependence on TIS is less intense than that of traditional investors. Their mean difference is 
3.5. This suggests that, while on-line investors are more dependent on OIS, traditional 
investors are more dependent on TIS for investment information, and mixed investors are 
dependent on both OIS and IPIS sources. 
Demographic Effects on Information Seeking Behavior 
A multiple regression analysis was performed to determine if there is a relationship 
between demographic factors and the information seeking behaviors of investors (Table 25). 
For this analysis, demographic variables were treated as independent variables. The 
dependent variables include investor uncertainty level, exposure level, functional alternative 
uses, OIS use, and dependence on OIS. The results show that age and trade frequency are 
important predictors of investors' investment information seeking behaviors. Age is 
negatively related to information seeking behaviors in that the younger an investor is, the 
higher his/her media exposure level, functional alternative use, and OIS use will be. The 
more frequent an investor trades, the higher his/her media exposure level, functional 
alternative use, and OIS use will be. However, as mentioned earlier (see Table 6 and Table 
7), investor groups do not differ by trade frequency, but by age and income level. In this 
regard, age not only predicts investor types but the information seeking behaviors of 
investors as well. 
In a nutshell, young investors tend to invest on-line, use multiple information sources, 
use OIS more, and are more dependent on OIS. 
44 
Table 25. A multiple regression analysis between demographic factors and information 







Functional OIS use Dependence 
alternative on OIS 
use 
Beta .06 .148 .217 -.022 .051 
________ _p-value _______________ .524 _____________ .104 _____________ .078 ___________ .808 ___________ .599 _____ _ 
Years of investing 
Beta -.004 .053 .140 -.012 .059 
_________ _p-vale ______________ .969 _____________ .582 _____________ .306 ___________ .894 ___________ .557 -----· 
Trade frequency 
Beta .329 .387 .111 .360 .190 
________ _p-value ______________ .000 _____________ .000 ____________ .251 ___________ .000 ___________ .014 -----· 
Gender 
Beta .138 .091 .009 .096 .075 
________ _p-value ______________ .113 _____________ .280 _____________ .940 ___________ .243 ___________ .404 -----· 
Age 
Beta .071 -.256 -.361 -.327 -.413 
________ _p-value ______________ .433 _____________ .005 _____________ .005 ___________ .000 ___________ .000 _____ _ 
Education 
Beta -.137 -.023 -.264 .011 .048 
________ _p-value ______________ .102 _____________ . 782 _____________ .014 ___________ .889 ___________ .571 ______ . 
Income 
Beta -.056 .042 .253 .011 .002 
________ _p-value ______________ .586 _____________ .672 ____________ .057 ___________ .910 ___________ .988 _____ _ 
Portfolio size 
Beta -.170 -.015 .024 -.058 -.049 
p-value .126 .889 .869 .580 .661 
F 4.023* 
.177 
Beta = standardized beta weights 
* P-value = .000 










CHAPTER 5. CONCLUSIONS AND SUGGESTIONS 
With the rapid growth of cyberspace investing, the purpose of this study was to figure 
out the patterns of use of investment information sources among different types of investors, 
considering the perceived market uncertainty under which they operate. It tried to examine 
investors' information seeking behaviors and their dependence on financial information 
sources so as to shed some light on the potential impact of these sources on investment 
decision-making. 
The study' s results were in line with the findings of previous reports ( e.g., Davis, 
1999; Schifrin, 1999) and the findings of the PR Newswire and NAIC Survey. While the 
Internet is an important medium to use in investing nowadays, TIS still play a crucial role in 
providing investment information to investors and in helping them make financial decisions. 
Traditional Investors 
The results of this study indicate that traditional investors are relatively more mature 
than on-line and mixed investors, with a mean age of 59. Although 82 percent of them have 
the facilities to communicate on-line, their OIS use is lesser compared to on-line and mixed 
investors. TIS and IPIS are essentially their main sources of investment information. This 
group does not obtain information from investment clubs frequently (mean score of use= 
1.69 in Table 15), but they consider such information source of great value (mean grade = 
2.93). This group also uses and grades traditional mass media and independent research tools 
highly. The statistical test results suggest that traditional investors are more dependent on 
TIS compared to on-line investors. 
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On-line Investors 
This study found that cyber groups (i.e., both on-line investors and mixed investors) 
are relatively young compared to traditional investors. They are active users of various 
investment information sources. They spend more time searching investment information 
and have more diversified functional alternative uses compared to traditional investors. 
Statistical test results show no difference among the three investor types in terms of TIS and 
IPIS use. In other words, while cyber groups utilize new information channels from OIS 
frequently, they still use as much or more TIS and IPIS as traditional investors. As shown in 
Table 15, cyber groups heavily use OIS such as company Web sites and on-line information 
providers, but they do not give up such TIS as traditional mass media and independent 
research tools. In this regard, OIS play an "additive" rather than a "substitutive" role in 
providing investors with investment information and in helping them make financial 
decisions. 
However, despite similar TIS and IPIS exposure levels across investor types, it is 
premature to conclude that TIS and IPIS are going to remain as primary investment 
information sources for investors. First, as supported by statistic test results, on-line 
investors are more dependent on OIS compared to traditional investors. In tum, their 
dependence on TIS appears less intense than that of traditional investors. As shown in Table 
16, most of the OIS are highly graded by on-line investors, especially on-line information 
providers, and e-mails or Web information from brokers (their means are 3.25 and 3.00 
respectively). While on-line and mixed investors consistently gave higher grades to OIS, all 
TIS and IPIS were consistently graded lower. To continuously assess the importance of TIS 
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and IPIS as investment information sources over time with the proliferation of cyberspace 
investing, longitudinal studies may be needed to detect the shift or change in investor 
dependence on these sources. 
On the other hand, it is interesting to note that, even though the reliability of 
information from on-line chat rooms are of great concern in previous lawsuits and reports 
(e.g., Hannon, 1997), this study's results indicate that such on-line interpersonal 
communications were not the information sources preferred by investors. As shown in Table 
15 and Table 16, they were the second least used information sources and the lowest graded 
by investors in general. 
Mixed Investors 
Although mixed investors share some characteristics with on-line investors, in some 
cases, their information seeking behaviors are in-between those of on-line and traditional 
investors. For example, even though they employ new Internet information sources, they 
have not given up and are still dependent on traditional sources. As shown in Table 15 and 
Table 16, this group's exposure to TIS and IPIS are the highest compared to the other two 
groups, except for the use of traditional mass media. Their mean TIS and IPIS use are 10.63 
and 4.26 respectively (see Table 19). Their OIS exposure is in between those of on-line and 
traditional investors. As a result, although their dependence on OIS is as intense as that of 
on-line investors, their dependence on TIS does not differ from that of traditional investors. 
In short, they combine the information use strategies of both on-line and traditional 
investors in some ways. Further studies may need to examine how the information seeking 
behavior of this group will change. It will be interesting to determine, for example, if their 
48 
OIS dependency will intensify or their TIS dependency will lessen with more cyberspace 
investing. 
Limitations of and Contributions to the Dependency Model 
This study lends support to the dependency model in that a relationship was found 
between investors' perceived uncertainty levels and their information seeking behaviors. The 
higher an investor's uncertainty level, the higher the level of his/her media exposure, 
functional alternative use, and OIS use will be. And the higher an investor's OIS use is, the 
more intense his/her OIS dependency level will be. The relationship between OIS use and 
OIS dependency is strong (coefficient= .725 in Table 21). 
However, the correlation between investors' uncertainty perception and their 
information seeking behaviors is not strong. The correlation coefficients are in fact weaker 
than those of demographic variables such as investor age and trading frequency. In other 
words, uncertainty perceptions may not be the primary factor affecting individual media 
dependency relations. In tum, investor age and trading frequency are useful predictors in 
determining investor dependence on investment information sources. 
Moreover, though this study found that on-line investors have more diversified 
functional alternative uses and they tend to seek multiple information sources, what brought 
this about cannot be ascertained in this study that did not look at causal relationships. As 
statistical tests failed to support that there is a difference among investor groups in terms of 
their perceived market uncertainty, on-line investors' practice of multiple information source 
use and dependence on OIS may not be the outcomes of perceived market conditions. One 
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can even suggest that cyberspace investing is the product of the practice of multiple 
information use. 
According to the diffusion theory (Rogers, 1962), "earlier adopters ( of an innovation) 
utilize a greater number of different information sources than do later adopters" (p. 313 ). 
Because cyberspace investing can be treated as an innovation and on-line investors 
demonstrate the characteristics of early adopters, future research may apply the diffusion 
theory to investigate the dissemination of this innovation and the information seeking 
behaviors of its adopters. 
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APPENDIX A. COVER LETTER FOR FIRST WA VE OF MAILING 
Dear, 
Iowa State University is conducting a survey on investors' communication needs. We have 
solicited the assistance of the American Association oflndividual Investors (AAII), who 
have provided us with a random selection of member names from their database. Through 
random sampling, you have been selected as one of the members whom we would like to 
participate in our survey. 
It will take you approximately 15 minutes to complete the attached questionnaire. Your 
response will be treated in strict confidence. Individuals completing the questionnaire will 
not be identified in any way with their responses. All the information you provide will be 
used for statistical purposes only. The code number on the questionnaire is only for the 
purpose of mailing out a reminder to those who fail to initially respond. Once your 
questionnaire is returned, your name will be removed from my mailing list. 
Your participation in this survey is, of course, voluntary. But we need your response if the 
results are to truly represent all investors. We plan to share the conclusions from our analysis 
of survey results with AAII so that it can better serve your needs. 
Thank you very much for your time. We wish you every success in your investing. When 
you finish the questionnaire, please mail it back in the enclosed envelope. Your cooperation 





APPENDIX B. QUESTIONNAIRE FOR INVESTORS 
1. How long have you been investing (including stocks, options, futures, and/or mutual 
funds)? 
______ __.,ear(s) (If you have never been an investor, please stop here and 
return your questionnaire in the envelope provided.) 
2. Do you have a computer with a modem either at residence, business, or similar location 
that you can use to communicate on-line? (Please circle the number best describes you.) 
1 = Yes 
2 = No Go to Q4 
3. Do you ever use your computer and modem to seek information that would be used for an 
investment purpose? (Please circle the number best describes you.) 
1 = Yes 
2= No 
4. What kind of investor are you? (Please circle only one response.) 
1 = On-line investor only 
[One who uses an on-line service (i.e., a Web-based brokerage firm) to place 
trades.] 
2 = Traditional investor only Go to Q6 
[One who executes trades exclusively with the assistance of a broker.] 
3 = "Mixed" investor, both on-line and traditional 
[One who uses an on-line service to trade and also executes trades with a broker's 
assistance.] 
5. How long have you been placing trades on-line? (Please circle the number best describes 
you.) 
1 = less than 1 year 
2 = between 1 and 2 years 
3 = between 2 and 3 years 
4 = between 3 and 4 years 
5 = more than 4 years 
6. Roughly how many trades do you execute per average month (buy and sell can be 
treated independently as two transactions)? 
___________________ trade(s) 
7. In five years, do you anticipate that your use of on-line trading will decrease, increase, or 
stay about the same? (Please circle the number best describes you.) 
1. Decrease 
2. Stay about the same 
3. Increase 
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8. In order to get information for investment purposes, how often do you use the following 
sources? (Please circle only one response.) 
Never Use once per Use once Use several Use 
Use month or less per week times per week daily 
a) Traditional mass media sources such as 
TV, magazines, newspapers, radio. 1 2 3 4 5 
b) Printed documents provided by companies such as 
company annual reports, 1 OK reports, 
prospectuses, etc. 1 2 3 4 5 
c) Information provided on-line by companies such as 
company announcements, annual reports, 
balance sheets, etc. 1 2 3 4 5 
d) On-line versions of traditional mass media such as 
Wall Street Journal on-line, CNN TV, etc. 1 2 3 4 5 
e) Other on-line information providers such as 
Yahoo, company Web sites, Dow Jones 
electronic information receiving center, AOL, 
Lexis-Nexis, etc. 1 2 3 4 5 
f) Interpersonal on-line sources such as 
chat rooms, E-mails, discussion groups, 
listservers (not including contact with brokers). 1 2 3 4 5 
g) Friends, neighbors, colleagues at the office. 1 2 3 4 5 
h) Information provided by members of 
investment clubs. 1 2 3 4 5 
i) Information provided by a broker (via 
telephone, mailings of printed materials, etc). 1 2 3 4 5 
j) On-line information provided by a broker (via 
E-mails or access provided to the broker's 
company Web site). 1 2 3 4 5 
k) Own research. This may include information 
obtained through library or independent 
research using Value Line, Moody's, Standard & 
Poor' s, or other investment materials available 
either at your residence, library, etc. 1 2 3 4 5 
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What sources are more important to you for investment purposes? 
9. Please provide a letter grade of A, B, C, D, or F for each of the sources below that you 
use. A grade of A suggests higher value and more important to you. An F is a source 
that has virtually no value to you for investment purposes. Please do not grade those you 
have never used. 
Traditional mass media 
Printed documents provided by listing companies 
Companies' on-line announcements, balance sheet, etc. 
On-line versions of traditional mass media 
Other on-line information providers such as Yahoo 
Interpersonal on-line sources such as chat rooms 
Friends, neighbors, colleagues at the office 
Information provided by members of investment clubs 
Information provided by a broker via telephone & printed materials 
On-line information provided by a broker via E-mail or Web sites 
Own research by using Value Line, etc. 
Please tell us how useful those information sources are. 
10. How useful or important to you are the following sources as a means of monitoring 
information about a stock you own or the market in general? Please circle only one 
response for each item. 
Extremely 
Useless useful 
I I 2 3 4 5 
a) Traditional mass media 1 2 3 4 5 
b) Printed documents provided by listing companies 1 2 3 4 5 
c) Information provided on-line by listing 
companies such as announcements 1 2 3 4 5 
d) On-line versions of traditional mass media 1 2 3 4 5 
e) Other on-line information providers such as 
Yahoo 1 2 3 4 5 
f) Interpersonal on-line sources such as chat rooms 1 2 3 4 5 
g) Friends, neighbors, colleagues at the office 1 2 3 4 5 
h) Information provided by members of investment 
clubs 1 2 3 4 5 
i) Information provided by a broker via telephone 
& printed materials 1 2 3 4 5 
j) On-line information provided by a broker via 
E-mails or Web sites 1 2 3 4 5 
k) Own research by using independent research 
tools such as Value Line 1 2 3 4 5 
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11. How useful or important to you are the following sources as a means of actually 
determining whether or not you will buy or sell a narticular stock? Please circle only one 
response for each item. 
Extremely 
Useless useful 
I 1 2 3 4 5 
a) Traditional mass media 1 2 3 4 5 
b) Printed documents provided by listing companies 1 2 3 4 5 
c) Information provided on-line by listing 
companies such as announcements 1 2 3 4 5 
d) On-line versions of traditional mass media 1 2 3 4 5 
e) Other on-line information providers such as 
Yahoo 1 2 3 4 5 
f) Interpersonal on-line sources such as chat rooms 1 2 3 4 5 
g) Friends, neighbors, colleagues at the office 1 2 3 4 5 
h) Information provided by members of investment 
clubs 1 2 3 4 5 
i) Information provided by a broker via telephone 
& printed materials 1 2 3 4 5 
j) On-line information provided by a broker via 
E-mails or Web sites 1 2 3 4 5 
k) Own research by using independent research tools 
such as Value Line 1 2 3 4 5 
Please tell us how you feel currently about the market. 
Strongly Strongly 
Disagree Agree 
I 2 3 4 5 
12. In this fast-changing business climate, an investor 
must constantly monitor breaking news and be 
prepared to trade. 1 2 3 4 5 
13. Today's business climate for investors is very 
uncertain. 1 2 3 4 5 
14. I invest for the long haul, so I am less interested in 
breaking news or sudden market fluctuations. 1 2 3 4 5 
Please tell us something about you. 
15. What is your gender? 
1 = Female 
2 = Male 
16. What is your age? ____ _ 
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17. What is the highest level of education you have completed? (Please circle only one 
response) 
1 = Some high school 
2 = High school graduate 
3 = Some college 
4 = College graduate 
5 = Post College 
18. What is your annual gross household income? (Please circle only one response) 
1 = less than $40,000 
2 = $40,000-50,000 
3 = $50,000-60,000 
4 = $60,000-70,000 
5 = $70,000-80,000 
6 = $80,000-90,000 
7 = $90,000-100,000 
8 = $100,000-$110,000 
9 = $110,000-$120,000 
10 = $120,000-$130,000 
11 = more than $130,000 
19. What is your investment portfolio size? 
1 = less than $50,000 
2 = more than $50,000 but less than $100,000 
3 = $100,000 to $200,000 
4 = more than $200,000 but less than $300,000 
5 = $300,000-$500,000 
6 = more than $500,000 but less than 1 million 
7 = more than 1 million 
Thank you very much for your cooperation. 
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APPENDIX C. REMINDER POSTCARD 
February 1, 2000 
Dear Investor: 
About two weeks ago I sent you a questionnaire concerning your communication needs as an 
investor. If you have already returned you questionnaire to me, please accept my sincere 
thanks. If not, please take a moment at your earliest convenience to complete the 
questionnaire and return it to me in the postpaid envelope provided. Although your 
participation in this survey is voluntary, we need your response if our results are to truly 
represent all investors. 




- - - --- APPENDIX D. C0VER LETTER FOR SECOND WA VE OF MAILING 
February 16, 2000 
Dear: 
About four weeks ago, I sent you a questionnaire seeking your participation in a survey 
regarding the communication needs of today's investors. As of today, we have not yet 
received your completed questionnaire. Is there anything we can clarify for you? 
Please allow me to reiterate the nature of this survey. It is being conducted by the Greenlee 
School of Journalism and Mass Communication at Iowa State University in conjunction with 
AAII. Your response to the survey is, of course, voluntary. However, we need your 
response if results are to truly represent the views of all investors. 
In the event that your questionnaire has been misplaced, a replacement is enclosed. We 
would like you to take the 15-20 minutes necessary to answer the questions as soon as 
possible. A postage-paid return envelope is again provided for your convenience. You will 
note that there is an identification number on your survey form. The number is used only by 
us to check whether or not a form has been returned. Neither your name, nor any individual 
information you provided, will ever be released to any other source. All responses are 
confidential. 
Please accept our sincere thanks in advance for your help. If you have any questions about 
the survey, please feel free to write, e-mail (lulurod@iastate.edu) or call 1-800-854-1671. If 
I am not in, please leave a message and I will call you back. 




















APPENDIX E. CODEBOOK 
How long have you been investing? 
1 = 1 year; 2 = 2 years; etc, 9 = missing data 
Do you have a computer with a modem that can be used? 
1 = yes; 2 = no; 9 = missing data 
Do you ever use your PC & modem to seek information for investment 
purpose? 
1 = yes; 2 = no; 8 = not applicable; 9 = missing data 
What kind of investor are you? 
1 = on-line; 2 = traditional; 3 = mixed; 9 = missing data 
How long have you been placing trades on-line? 
1 = less than 1 year; 2 = between 1 & 2 years; 3 = between 2 & 3 years 
4 = between 3 & 4 years; 5 = more than 4 years, 8 = not applicable 
How many trades per average month? 
1 = less than 1; 2 = between 1 and 2; 3 = between 2 and 3; etc, 
9 = missing data 
In five years, anticipate your use of on-line trading. 
1 = decrease; 2 = stay about the same; 3 = increase 
How often do you use traditional mass media sources such as TV, 
magazines, newspapers, radio? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use printed documents provided by companies? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use information provided on-line by companies? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use on-line versions of traditional mass media? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use on-line information providers such as Yahoo, 
AOL? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use interpersonal on-line sources such as chat rooms, 
discussion groups? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you obtain information from friends, neighbors, 
colleagues at office? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 






















1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you obtain information provided by a broker via 
telephone, mailings of printed materials? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you obtain information provided by a broker via E-mails? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
How often do you use independent research tools such as Value Line, 
Moody's, Standard & Poor's, etc? 
1 = never use; 2 = use once per month or less; 3 = use once per week; 
4 = use several times per week; 5 = use daily 
The grade of traditional mass media. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of printed documents provided by listing companies. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of on-line information provided by companies. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of on-line versions of traditional mass media. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of on-line information providers such as Yahoo, AOL. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of interpersonal on-line communications such as chat rooms. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of friends, neighbors, colleagues. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of members of investment clubs. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of broker information via telephone & printed materials. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of broker information via E-mails & web sites. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
The grade of research tools such as Value Line. 
0 = F; 1 = D; 2 = C; 3 = B; 4 = A; 8 = not applicable; 9 = missing 
Traditional mass media as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Printed documents provided by companies as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
On-line information provided by companies as a means of monitoring 
1 = useless, 5 = extremely useful, 9 = missing data 
On-line versions of traditional mass media as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Other on-line information providers such as Yahoo, AOL as a means of 
60 
monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 









1 = useless, 5 = extremely useful, 9 = missing data 
Friends, neighbors, colleagues as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Members of investment clubs as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Broker information via telephone & printed materials as a means of 
monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Broker information via E-mails & Web as a means of monitoring. 
1 = useless, 5 = extremely useful, 9 = missing data 
Independent research tools such as Value Line as a means of monitering. 
1 = useless, 5 = extremely useful, 9 = missing data 
Traditional mass media as a means of determining decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
Printed documents provided by companies as a means of determining 
decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
c. DOLco On-line information provided by companies as a means of determining 
decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
d. DOLMM On-line versions of traditional mass media as a means of determining 
decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
e. DOLP Other on-line information providers such as Yahoo, AOL as a means of 
determining decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 







1 = useless, 5 = extremely useful, 9 = missing data 
Friends, neighbors, colleagues as a means of determining decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
Members of investment clubs as a means of determining decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
Broker information via telephone & printed materials as a means of 
determining decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 
Broker information via E-mails & Web as a means of determining 
decisions. 
1 = useless, 5 = extremely useful, 9 = missing data 











1 = useless, 5 = extremely useful, 9 = missing data 
Investors must constantly monitor breaking news and be prepared to 
trade. 
1 = strongly disagree, 5 = strongly agree 
Today's business climate for investors is very uncertain. 
1 = strongly disagree, 5 = strongly agree 
Since for long haul, investors are less interested in breaking news. 
1 = lowest score (strongly agree), 5 = highest score (strongly disagree) 
1 = female, 2 = male 
Exact figure. 
Highest level of education have completed. 
1 = some high school; 2 = high school graduate; 3 = some college 
4 = college graduate; 5 = post college; 9 = missing data. 
Annual gross household income 
1 = less than $40,000; 2 = $40,000-$50,000; 3 = $50,000-$60,000 
4 = $60,000-$70,000; 5 = $70,000-$80,000; 6 = $80,000-$90,000 
7 = $90,000-$100,000; 8 = $100,000-$110,000; 9 = $110,000-$120,000 
10 = $120,000-$130,000; 11 = more than $130,000; 99 = missing data. 
Investment portfolio size 
1 = less than $50,000 
2 = more than$ 50,000 but less than $100,000 
3 = $100,000 to $200,000 
4 = more than $200,000 but less than $300,000 
5 = $300,000 to $500,000 
6 = more than $500,000 but less than 1 million 
7 = more than 1 million 
9 = missing data 
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